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O R D E R  

Introduction 

On May 23, 1984, South Central Bell Telephone Company 

( ' S C B ~ )  filed a tariff with the Commission to establish Customer 

Access Line Charge ('CALC') credits and surcharges for Centrex and 

E S S X - 1  service. The t a r i f f  w a s  filed with an effective date of 

May 25, 1984, and designed to equalize Private Branch Exchange 

("PBX") and Centrex and ESSX-1  CALCs. 

On June 1 3 ,  1 9 8 4 ,  the Commission suspended the tariff  

filing for investigation and hearing pursuant to the provieions of 
R R S  278 .190 .  

Discussion 

SCB's tariff filing has its origin in various Orders of the 

Federal Communications Commission ('FCC") in CC Docket NO. 78-72, 

Message Telecommunications Service and Wide Area Telecommuni- 

cations Service. In its Access Charge Order of December 22, 1982, 

the FCC eetabllehed CALC rulee for r e s i d e n c e  and businesu 

customers. SCB and other parties petitioned the FCC to clarify 

the Access Charge Order and modify the CALC rules in t h e  cases of 



C e n t r e x  and ESSX-1 s e r v i c e .  I n  i ts  R e c o n s i d e r a t i o n  O r d e r  of J u l y  

2 7 ,  1983, t h e  FCC r e f u s e d  t o  m o d i f y  t h e  CALC r u l e s ,  b u t  d i d  g r a n t  

relief to  C e n t r e x  and  ESSX-1 s e r v i c e  i n s t a l l e d  before J u l y  2 7 ,  

1983 ,  t h r o u g h  t h e  application of t h e  r e s i d e n c e  CALC to  C e n t r e x  and  

ESSX-1 service, p e n d i n g  f u r t h e r  s t u d y  by t h e  F e d e r a l - S t a t e  J o i n t  

Board of C e n t r e x  and  ESSX-1 issues. SCB and o t h e r  pa r t i e s  again 

p e t i t i o n e d  t h e  FCC to  c l a r i f y  t h e  R e c o n s i d e r a t i o n  O r d e r  and m o d i f y  

CALC r u l e s  i n  t h e  cases of C e n t r e x  and  ESSX-1 s e r v i c e .  I n  i ts  

F u r t h e r  R e c o n s i d e r a t i o n  O r d e r  o f  F e b r u a r y  3,  1984, t h e  FCC again 

r e f u s e d  to m o d i f y  t h e  CALC r u l e s ,  and a lso r e f u s e d  t o  g r a n t  

a d d i t i o n a l  relief to  C e n t r e x  and  ESSX-1 service. S u b s e q u e n t l y ,  

C e n t r e x  and  ESSX-1 CALCs became e f f e c t i v e  on  May 25,  1984.  

The F C C ' s  A c c e s s  Cha rge  O r d e r  t reated C e n t r e x  and  ESSX-1 

l i n e s  t h e  same a s  i n d i v i d u a l  b u s i n e s s  l i n e s  and PBX t r u n k s .  SCB 

and o t h e r  p a r t i e s ,  i n c l u d i n g  t h i s  C o m m i s s i o n ,  c o n t e n d e d  t h a t  t h e  

C e n t r e x  CALC should be b a s e d  on PBX t r u n k  equ iva len t s  and t h a t  t h e  

ESSX-1 CALC s h o u l d  be b a s e d  o n  Network Access R e g i s t e r s  ("NAR"), 

ra ther  t h a n  t h e  a c t u a l  number of cen t r a l  off ice c o n n e c t e d  C e n t r e x  

and ESSX-1 l i n e s .  The FCC rejected b o t h  t h e  t r u n k  e q u i v a l e n c y  and  

NAR a p p r o a c h e s  to  C e n t r e x  and ESSX-1 CALCs, b a s e d  on the premise 

t h a t  a l l  C e n t r e x  and ESSX-1 l i n e s  access t h e  exchange  ne twork  and 

cause t h e  same cost  as i n d i v i d u a l  b u s i n e s s  l i n e a  and PBX t r u n k B ,  

and c o n c l u d e d  t h a t  C e n t r e x  and ESSX-1 s h o u l d  be c h a r g e d  CALCs on  a 

per line basis. 

The problem posed  by t h e  FCC's act ion is t h a t  C e n t r e x  and  

ESSX-1 become s u b s t a n t i a l l y  m o r e  e x p e n s i v e  t h a n  a n a l o g o u s  PBX 

service. Thus ,  t h e  ra te  d i s p a r i t y  may c a u s e  C e n t r e x  and  ESSX-1 
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c u s t o m e r s  to m i g r a t e  to PBX service, causing r e v e n u e  e r o s i o n  t h a t  

could e v e n t u a l l y  resul t  i n  rate i n c r e a s e s  to other  c u s t o m e r s  and  

possible s t r a n d e d  o u t s i d e  p l a n t  and  c e n t r a l  off ice i n v e s t m e n t  t h a t  

t h e  g e n e r a l  body of r a t e p a y e r s  would be r e q u i r e d  to s u p p o r t  

p e n d i n g  a n y  possible reuse. 

The Cornmission is v e r y  c o n c e r n e d  about t h e  problems of 

p o t e n t i a l  C e n t r e x  and ESSX-1 r e v e n u e  e r o s i o n  and s t r a n d e d  

i n v e s t m e n t .  To illustrate this concern, t h e  Commission estimates 

t h a t  SCB'6 current i n v e s t m e n t  a s s o c i a t e d  with Centrex and ESSX-1 

i n  service is approximately $2.25 m i l l i o n .  The Commission also 

estimates t h a t  SCB's c u r r e n t  a n n u a l  r e v e n u e  associated w i t h  

C e n t r e x  and ESSX-1 i n  s e r v i c e  is a p p r o x i m a t e l y  $2.5 million. Lass 

of t h i s  r e v e n u e  stream a l o n e  would cause an i n c r e a s e  i n  basic 

local exchange rates of approximately $0 .25  per month. 

The effect of SCB's tariff would be to  g r a n t  Centrex and 

ESSX-1 c u s t o m e r s  CALC credits t o t a l i n g  $163,000 a n n u a l l y .  The 

Commission is of t h e  o p i n i o n  t h a t  the r i s k  of C e n t r e x  and ESSX-1 

r e v e n u e  erosion and  s t r a n d e d  i n v e s t m e n t  c a u s e d  by t h e  FCC's 

actions is sufficient reason to  allow t h e s e  credits. 

SCB proposed t h a t  t h e  t a r i f f  become e f f e c t i v e  on May 25,  

1984, c o n c u r r e n t  with t h e  FCC*s i m p l e m e n t a t i o n  of C e n t r e x  a n d  

ESSX-1 CALCs. KRS 278.180 (1) requires a t  l eas t  20 days notice of 

a change  i n  rates. However, KRS 278.180 ( 2 )  allows t h e  Commission 

to a u t h o r i z e  a rate decrease on less t h a n  20 days notice. The 

effect of SCB's t a r i f f  would be e decreaee i n  CALC c h a r g e s  to 

Cantrex and ESSX-1 custamera. T h e r e f o r e ,  on its 
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own m o t i o n ,  t h e  Commission w i l l  allow t h e  C e n t r e x  and ESSX-1 CALC 

c r e d i t s  to  be implemented e f f e c t i v e  May 2 5 ,  1984 ,  except as 

d i s c u s s e d  below. I n  a d d i t i o n ,  i n  order to  effect  i m p l e m e n t a t i o n  

of the t a r i f f ,  t h e  Commission w i l l  g r a n t  S C B ' s  request for a 

d e v i a t i o n  u n d e r  8 0 7  KAR 5:011, S e c t i o n  13, f rom t h e  p r o v i s i o n s  of 

807 KAR 5:011, S e c t i o n s  6 and 9 ,  which require 20 d a y s  n o t i c e  of a 

t a r i f f  c h a n g e .  

The Commiss ion ' s  e v a l u a t i o n  of t h e  t a r i f f  f i l i n g  reveals  

two l imi t a t ions  to  t h e  a p p l i c a t i o n  of Centrex and ESSX-1 CALC 

c r e d i t s .  The f i r s t  l i m i t s  C e n t r e x  and  ESSX-1 CALC c r e d i t s  to  

C e n t r e x  and ESSX-1 s y s t e m s  i n  s e r v i c e  on  or b e f o r e  J u l y  27, 1983, 

the date of the FCC's Reconsideration Order. Since t h a t  date  t h e  

FCC has  made no f u r t h e r  modifications to CentreX and ESSX-1 CALC8. 

SCB s t a t e d  t h a t  C e n t r e x  and ESSX-1 c u s t o m e r s  O r d e r i n g  Bervice Qn 

or before J u l y  27, 1983, would h a v e  had n o  knowledge  of t h e  FCC's 

C e n t r e x  and  ESSX-1 CALCs,  w h i l e  c u s t o m e r s  o r d e r i n g  C e n t r e x  and 

ESSX-1 s y s t e m s  a f t e r  J u l y  2 7 ,  1983, s h o u l d  have been aware of 

a p p l i c a b l e  CALCs. The p r e - J u l y  2 7 *  1983, c u s t o m e r s  are t h o s e  a t  

r i s k  to  migrate to o t h e r  s y s t e m s .  T h e r e f o r e ,  t h e  Commission is o f  

t h e  op in ion  t h a t  t h i s  l i m i t a t i o n  is reasonable. 

Tho eecond limitation would reetr ic t  Centrex and ESSX-1 

CALC c r e d i t s  to C e n t r e x  and  ESSX-1 s y s t e m s  located w i t h i n  1-1/2 

mlles of the serving c e n t r a l  office. I n  i ts  t r a n e m l t t a l  l e t te r ,  

SCB states t h a t  RThis r e s t r i c t i o n  is b e i n g  imposed as t h e  resul t  

of s t u d i e s  wh ich  i n d i c a t e  t h a t  t h e  a p p l i c a t i o n  of t h e  t a r i f f  to 

o t h e r  s y s t e m s  m i g h t  resul t  in a t o t a l  ra te  for s e r v i c e  which w o u l d  
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n o t  cover t h e  cost o f  s e r v i c e . '  However, SCB d i d  n o t  p r o v i d e  a n y  

s u c h  d o c u m e n t a t i o n .  I n  t h e  a b s e n c e  of s u c h  d o c u m e n t a t i o n ,  t h e  

Commission is of t h e  o p i n i o n  t h a t  t h e  restriction is u n r e a s o n a b l y  

d i s c r i m i n a t o r y  w i t h i n  t h e  meaning of K R S  278.170 (1) and s h o u l d  

n o t  b e  a l l a w e d .  

F indinc ls  and O r d e r s  

The Commission, h a v i n g  examined the t a r i f f  and being 

a d v i s e d ,  is of t h e  op in ion  and f i n d s  t h a t :  

1. SCB's p roposed  C e n t r e x  and ESSX-1 C A W  c r e d i t s  s h o u l d  

be  a p p r o v e d ,  e f f e c t i v e  May 25,  1984 ,  except a s  m o d i f i e d  h e r e i n .  

2. S C B ' s  proposed C e n t r e x  a n d  ESSX-1  CALC c r e d i t a  s h o u l d  

b e  r e s t r i c t e d  to sys t ems  o r d e r e d  on or before J u l y  27, 1983. 

3. SCB's p roposed  C e n t r e x  and ESSX-1 CALC c r e d i t s  s h o u l d  

not be r e s t r i c t e d  to  s y s t e m s  located w i t h i n  1-1/2 m i l e s  of t h e  

s e r v i n g  cen t ra l  off ice. I n s t e a d ,  SCB's p roposed  C e n t r e x  and  

ESSX-1 CALC c r e d i t s  s h o u l d  apply to  a l l  s y s t e m s  o r d e r e d  on  or 

before J u l y  27,  1983,  n o t w i t h s t a n d i n g  an e v i d e n t i a r y  showing b y  

SCB t h a t  t h e  proposed 1-1/2 m i l e  r e s t r i c t i o n  is n o t  u n r e a s o n a b l y  

d i s c r i m i n a t o r y  w i t h i n  t h e  meaning of KRS 278.170 (1). 

4 .  SCB s h o u l d  f i l e  w i t h  t h e  C o m m i s s i o n  a n y  i n f o r m a t i o n  I n  

its p o s a e a s i o n  t h a t  I t  b e l i e v e s  may p e r s u a d e  t h e  Commieaion t h a t  

t h e  p roposed  1-1/2 m i l e  r e s t r i c t i o n  on C e n t r e x  and ESSX-1 CALC 

c r e d i t s  i a  n o t  u n r e a s o n a b l y  8 l S C r h i n a t O K y  w i t h i n  t h e  meaning of 

KRS 278.170 (1) w i t h i n  30 days of t h e  d a t e  of t h i s  Order. 

I T  IS THEREFORE ORDERED t h a t  SCB's proposed C e n t r e x  a n d  

ESSX-1 CALC c r e d i t s  be and t h e y  h e r e b y  are a p p r o v e d ,  e f f e c t i v e  May 

25, 1 9 8 4 ,  e x c e p t  as modif ied  h e r e i n .  
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I T  IS FURTHER ORDERED t h a t  S C B ' s  proposed C e n t r e x  and  

ESSX-1 CALC credi ts  be a n d  t h e y  h e r e b y  are restricted t o  systems 

ordered o n  o r  before J u l y  2 7 ,  1983. 

IT IS FURTHER ORDERED t h a t  SCB's proposed 1-1/2 m i l e  

restriction o n  C e n t r e x  and ESSX-1 CALC c r e d i t s  be and i t  hereby is 

d e n i e d .  

I T  IS FURTHER ORDERED t h a t  SCB s h a l l  f i l e  w i t h  t h e  

Commission a n y  i n f o r m a t i o n  i n  i ts  p o s s e s s i o n  t h a t  i t  bel ieves  may 

persuade t h e  Commission t h a t  t h e  proposed 1-1/2 m i l e  r es t r ic t ion  

o n  C e n t r e x  and  ESSX-1 CALC c red i t s  is n o t  unreasonably  

d i s c r i m i n a t o r y  w i t h i n  t h e  meaning of KRS 278.170 (1) w i t h i n  30 

days  of t h e  date  of t h i s  Order .  

IT IS FURTHER ORDERED t h a t  w i t h i n  30 days from t h e  d a t e  of 

t h i s  O r d e r  SCB s h a l l  file w i t h  t h e  Commission r e v i s e d  C e n t r e x  and  

ESSX-1 t a r i f f  pages s t a t i n g  t h e  t e r m s  and  c o n d i t i o n s  a u t h o r i z e d  i n  

t h i s  Order. 

Done a t  F r a n k f o r t ,  Kentucky,  t h i s  22nd day of June, 1984. 

PUBLIC S E R V I C E  COMMISSION 

ATTEST: 

Stcre tar y 
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